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The Legislative Audit Committee 
of the Montana State Legislature: 
 
This is our financial-compliance audit report on the Judicial Branch (Branch) for the two fiscal 
years ending June 30, 2004.  Included in this report are six recommendations to the Branch 
concerning the Juvenile Delinquency Intervention Program, district court issues, and compliance 
with state laws.  The Branch’s written response to the audit recommendations is included in the 
back of the audit report. 
 
We thank the Chief Justice and the Branch personnel for their cooperation and assistance 
throughout the audit. 
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We performed a financial-compliance audit of the Judicial Branch 
(Branch) for the two fiscal years ended June 30, 2004.  The Branch 
implemented five and partially implemented two of the seven prior 
audit recommendations. 
 
This report contains six recommendations where the Branch could 
improve accounting and enhance compliance with state policies and 
laws. 
 
We issued a qualified opinion on the financial schedules contained in 
this report.  The opinion on page A-3 discusses Juvenile Delinquency 
Intervention Program misstatements in the General Fund. 
 
The listing below serves as a means of summarizing the 
recommendations contained in the report, the Branch's 
response thereto, and a reference to the supporting 
comments.   
 
We recommend that the Judicial Branch: 
 
A. Work with the Department of Corrections to ensure that 

the Juvenile Delinquency Intervention Program surplus 
distributions are given to the Branch instead of 
counties. 

 
B. Seek appropriation authority to spend the surplus 

Juvenile Delinquency Intervention Program funds it 
receives from the Department of Corrections. ..........................  6 

 
Branch Response:  Concur.  See page B-3. 
 
We recommend the Judicial Branch: 
 
A. Establish procedures for the proper deposit and 

accounting for funds received by the youth courts. 
 
B. Provide guidance to youth courts to ensure deposits are 

timely in accordance with state law. 
 

Judicial Branch 

Recommendation #1 

Recommendation #2 
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C. Implement adequate control over cash collections at the 
youth courts.............................................................................  11 

 
Branch Response:  Concur.  See page B-4. 
 
We recommend the Judicial Branch: 
 
A.   Provide guidance to the municipal, justice, and district 

clerks of courts on how to report tech surcharge fees in 
accordance with state law. 

 
B.   Reimburse the Department of Justice $45,640 for the 

Montana Law Enforcement Academy surcharges 
allowed under section 3-1-318, MCA. 

 
C.    Reimburse Missoula County $71,632 for the county 

attorney fees and the county Victim/Witness Advocacy 
fees allowed under section 46-18-236, MCA. 

 
D.    Comply with sections 3-5-604(2) and 3-5-601(4), 

MCA, or seek legislation to amend those sections to 
require court reporters to remit transcription fees 
directly to the Court Administrator’s office. ...........................  13 

 
Branch Response:  Partially Concur.  See page B-5. 
 
We recommend the Judicial Branch process county public 
defender reimbursement payments within 30 days as 
required by state law. ......................................................................  14 
 
Branch Response:  Concur.  See page B-7. 
 
We recommend the Judicial Branch comply with state law 
regarding timely filing and payment for district court judges’ 
travel claims. ...................................................................................  15 
 
Branch Response:  Concur.  See page B-8. 
 
We recommend the Supreme Court amend its order with 
regard to the Board of Bar Examiners travel costs..........................  15 
 
Branch Response:  Concur.  See page B-8. 

Recommendation #3 

Recommendation #4 

Recommendation #5 

Recommendation #6 
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We performed a financial-compliance audit of the Judicial Branch 
(Branch) for the two fiscal years ended June 30, 2004.  The audit 
objectives were to: 
 
1. Determine the Branch's compliance with applicable laws and 

regulations. 
 
2. Make recommendations for improvements in the Branch's 

management and internal controls. 
 
3. Determine the implementation status of prior audit 

recommendations. 
 
4. Determine whether the financial schedules present fairly the 

results of operations of the Branch for the two fiscal years ended 
June 30, 2004. 

 
This report contains six recommendations to the Branch.  These 
recommendations address Juvenile Delinquency Intervention 
Program, district court issues, and compliance with state laws.  Other 
areas of concern not having a significant effect on the successful 
operations of the Branch are not included in this report, but have 
been discussed with management.  In accordance with section 
5-13-307, MCA, we analyzed and disclosed the costs, if significant, 
of implementing the recommendations made in this report. 
 
The Constitution of the state of Montana vests the judicial power of 
the state in a Supreme Court, district courts, justice courts, and such 
other courts as may be provided by law.  The Supreme Court, which 
consists of a Chief Justice and six associate justices, has appellate 
jurisdiction and limited original jurisdiction.  The Chief Justice is the 
head of the Supreme Court.  The Court Administrator, appointed by 
the Supreme Court, serves as its administrative officer.  The 
Supreme Court appoints the Law Librarian.  The librarian develops 
and maintains the law library collection and administers library 
services.  The Supreme Court has general supervisory control over 
all other courts and may make rules governing appellate procedure, 
practice and procedure for all other courts, admission to the bar, and 
conduct of practicing attorneys.  The rules of procedure are subject 

 
Introduction 

Background 
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to disapproval by the legislature in either of the two sessions 
following promulgation. 
 
Supreme Court justices and district court judges are elected to office 
in nonpartisan elections and serve eight-year and six-year terms, 
respectively.  Terms of office and the procedure for filling vacancies 
in the courts are established in the Constitution and by statute.  The 
legislature establishes judicial districts and provides for the number 
of judges in each district.  Currently, there are 42 district court 
judges in 22 judicial districts.  
 
The Clerk of the Supreme Court is elected to a six-year term on a 
partisan ballot in a statewide election.  In accordance with section 
3-2-402, MCA, the clerk keeps the Supreme Court's records and 
files, performs functions relating to issuing writs and certificates, 
approves bonds, files all papers and transcripts, and performs other 
duties as required by the Supreme Court. 
 
For fiscal management purposes, the Branch is divided into six 
programs with a total authorized full-time equivalent (FTE) staff 
level of 375.5 for fiscal year 2003-04.  A description of each 
program follows: 
 
1. The Supreme Court Operations program accounts for the costs of 

operation of the Supreme Court, which includes special projects 
related to foster care, district court processes, and court 
automation (52 FTE). 

 
2. The Boards and Commissions program accounts for 

expenditures for the boards and commissions established either 
by the Constitution, statute, or the Supreme Court.  These boards 
and commissions handle areas such as judicial discipline, rules, 
admission to the bar, and other activities to improve and monitor 
the administration of justice (3 FTE). 

 
3. The Law Library program accounts for the operation of the State 

Law Library.  The Branch maintains the library for use by the 
Supreme Court, the legislature, state officers and employees, 
members of the bar, and the general public (8 FTE). 
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4. The District Court Operations program accounts for the payment 
of salaries, travel, training expenses, and operating costs for 
district court judges, their staff, and youth probation officers.  It 
also includes certain adult criminal, child abuse, and child 
neglect case expenses.  The 2001 Legislature made the Branch 
financially responsible for the district courts and their expenses, 
effective July 1, 2002 (296 FTE). 

 
5. The Water Courts Supervision program accounts for 

expenditures of the water courts.  Montana’s Water Courts were 
created to adjudicate claims of existing water rights in Montana 
and supervise the distribution of water within the four water 
divisions of the state (11 FTE).  

 
6. The Clerk of Court program accounts for the costs of operation 

of the Clerk of the Supreme Court (5.5 FTE). 
 
The Montana Medical Legal Panel and the Montana Chiropractic 
Legal Panel are attached to the Supreme Court for administrative 
purposes only and audited separately.  The Montana Chiropractic 
Legal Panel’s audit for the two fiscal years ended June 30, 2004, will 
be issued in November 2004.  The Montana Medical Legal Panel’s 
audit for the two fiscal years ended December 31, 2003, was issued 
in June 2004.   
 
The panels review malpractice claims made against medical or 
chiropractic physicians and health care providers.  The panels must 
hear and make a decision on a claim before the claim can be filed in 
court.  The panels determine if there is substantial evidence the 
stated act or omission occurred, whether the act or omission 
constitutes malpractice, and if there is reasonable medical probability 
of injury because of the act or omission. 
 
Our prior audit report for the two fiscal years ended June 30, 2002, 
contained seven recommendations.  The Branch has implemented 
five recommendations and partially implemented two 
recommendations.  The partially implemented recommendations 
concern timely payments to counties, discussed on page 13, and 
recording all the Branch’s activity on the accounting records 
discussed in recommendations 1 and 2 on pages 5 through 11. 
 

Attached Agencies 

Prior Audit 
Recommendations 
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The Judicial Branch (Branch) does not have appropriation 
authority to spend the JDIP moneys it receives. 
 
The JDIP is a General Fund program that provides an 
alternative method of funding juvenile placements and 
services.  Each youth court receives an allotment of JDIP 
funds, which is tracked and recorded at the Department of 
Corrections (DOC).  Any funds left over at the end of the 
year is to be distributed to the youth courts to be used by 
them for developing early intervention and placement 
alternatives in the youth courts as allowed by section 41-5-
2003, MCA.   
 
Prior to the legislature requiring the Branch to assume the 
district courts’ expenses, the local governments were 
responsible for the youth courts, received the surplus JDIP 
funds from the DOC, and spent the JDIP moneys using local 
government appropriations.  Since the district court 
assumption in 2002-03, the Branch is responsible for the 
youth courts and its activities.  The DOC should provide the 
surplus funding to the Branch for disbursement to the youth 
courts. 
 
In October of fiscal years 2003-04 and 2002-03, the DOC 
distributed surplus JDIP placement funds totaling $673,248 
and $897,702, respectively, to the counties in which the 
youth courts resided.  The counties then spent the funds on 
behalf of the youth courts for early intervention and 
placement alternatives allowed by state law.  The Branch did 
not record this revenue or expenditure activity on its 
accounting records in fiscal years 2003-04 or 2002-03.   
 
According to Article VIII, Section 14, of the Montana 
Constitution no money may be paid out of the state treasury 
unless there is an appropriation made by law.  In fiscal years 
2002-03, 2003-04, and 2004-05, the entire annual general 

 
Juvenile Delinquency 
Intervention Program 
(JDIP) 
 



Findings and Recommendations 

Page 6 

fund JDIP appropriation authority was provided to the DOC.  
The Branch did not have any appropriation to spend the 
JDIP surplus funds received in fiscal years 2002-03, and 
2003-04, and it does not have appropriation authority to 
spend the estimated $959,312 of JDIP surplus it will receive 
in fiscal year 2004-05.  As a result, the Branch is unable to 
apply JDIP surplus distributions to early intervention and 
placement alternatives allowed in State law until the 
legislature appropriates authority to the Branch to spend the 
JDIP surplus moneys.   
 

 
The Branch has financial and management responsibilities 
for 22 district courts throughout the state of Montana.  District courts 
have original jurisdiction in felony criminal cases, civil and probate 
matters, law and equity cases, and other cases or proceedings not 
assigned specifically to other courts.  Youth courts, which deal with 
youth on probation, are also part of the district courts. 
 
The Branch failed to record youth courts’ restitution and youth 
courts’ revenues and expenditures which were made at the 
county level, to ensure youth courts deposit cash receipts as 
required by state law, and to institute internal control over cash 
receipting and disbursing functions. 
 
In 2001, the legislature enacted legislation requiring the Branch to 
assume the costs and the administrative responsibility for the district 
courts.  As a result of assumption of these functions by the state, 

Recommendation #1 
We recommend that the Judicial Branch: 
 
A. Work with the Department of Corrections to ensure that 

the Juvenile Delinquency Intervention Program surplus 
distributions are given to the Branch instead of counties. 

 
B. Seek appropriation authority to spend the surplus Juvenile 

Delinquency Intervention Program funds it receives from 
the Department of Corrections. 

District Court Issues 

Expenditure, Revenue and 
Cash Transactions 
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financial transactions of the district courts became state financial 
activity and subject to Branch administrative control.  Prior to the 
July 1, 2002, effective date, district courts’ financial activity had 
been administered by counties.  The following four sections discuss 
situations where Branch compliance and control related to 
disbursement and receipt activity can be improved. 
 
Youth courts may require restitution from youth who victimize 
individuals or their property.  The offenders pay the restitution 
directly to the youth courts, which then distribute the funds to the 
victims.  The youth courts handle the activity in a variety of ways.  
Some youth courts receive offender checks or money orders payable 
directly to the victim, which the youth court then gives to the victim.  
Other courts receive the restitution payment, deposit the funds in a 
non-treasury bank account, then pay the victim by a check drawn on 
the account.  Finally, some youth courts have the offenders pay the 
county in which the court is located and the county pays the victim.  
Restitution activity, which is properly part of the district courts’ 
financial activity, is not recorded on the state’s accounting system 
for 20 of 22 judicial districts. 
 
Although the restitution does not ultimately belong to the Branch, the 
youth courts assess, collect, and remit the restitution to the victims 
and have a fiduciary responsibility to properly account for and 
control the moneys collected.  Any restitution held by the youth 
courts is property held in trust for the victims.  Table 1 shows the 
understatement of property held in trust balances and activity related 
to restitution received and disbursed for the two fiscal years ended 
June 30, 2003 and 2004. 
 

Youth Court Restitution 
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Section 17-6-105(2), MCA, requires the Branch to deposit receipts in 
the state treasury or in banks designated by the Department of 
Administration.  At June 30, 2004, district courts had 11 checking 
accounts not approved by the department. 
 
Branch personnel stated they are in the process of developing 
policies and procedures for youth courts’ restitution.  Branch 
officials indicated that recording restitution activity on the state’s 
accounting records and obtaining authorization for all checking 
accounts with the Department of Administration has been a lower 
priority than organizing and recording the majority of the district 
court assumption activity on the state’s accounting records. 
 
Sections 41-5-1304 and 41-5-1512, MCA, allow youth courts to 
charge fees to recover from youth the cost of their supervision and 
care.  During our audit period, one youth court collected fees from 
youths that it served.  During the first ten months of fiscal year 
2003-04, the youth court collected these fees and deposited them 
with the county treasurer.  During those 10 months, the county 
disbursed $16,367 on behalf of the youth court.  In April 2004, the 
Court Administrator’s office realized the youth court was depositing 

Table 1 

Youth Courts Restitution 
 

  Fiscal Year 2003 
Understatement 

Fiscal Year 2004 
Understatement 

Beginning Balance of Property Held 
in Trust on July 1 

 $ 152,806 $ 164,562

   
Additions to Property Held in Trust   280,401 271,346
   
Reductions in Property Held in Trust  268,645 281,809
   
Ending Balance of Property Held in 
Trust on June 30 

 164,562 154,099

 
Source:  Compiled by the Legislative Audit Division from Judicial Branch 
                records. 

Youth Court Revenue and 
Expenditure Activity 
Recorded by Counties 
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the money with the county.  In May, the county sent the Branch a 
check from youth court’s account.  As of July 2004, we found the 
county youth court fund still held $1,725 in fees that belong to the 
Branch.  The county kept this money because the youth court 
pledged it as matching funds for a federal grant for which the county 
applied. 
 
During fiscal year 2002-03 and 2003-04, after the state assumed 
responsibility for youth courts, two counties spent $2,822 and $4,788 
on behalf of the youth courts from federal grants received prior to 
state assumption of courts’ costs. 
 
In the above cases the money collected and spent by the counties on 
behalf of the youth courts was not reported to the Branch.  Branch 
personnel in Helena were not aware of the funds the counties were 
spending, and Branch personnel in the outlying youth courts did not 
realize that funds the counties spent on behalf of their operations 
should be reported to the Court Administrator’s office.   
 
One youth court charges an administrative fee on restitution it 
collects.  During fiscal year 2003-04, the youth court used $8,180 of 
its fee money to purchase a copy machine for the youth court.  
Neither the revenues nor expenditures were recorded on the state’s 
accounting records in fiscal year 2003-04.  The Court 
Administrator’s office was aware of this activity, but did not get it 
recorded by the end of the fiscal year. 
 
Three of the four youth courts we visited deposited their fee and 
restitution money once, twice or three times a month.  The fourth 
deposited funds one to two times a week.  Prior to depositing the 
money, the four youth courts lock it up.  The four youth courts we 
visited collected fee and restitution moneys ranging from $12,000 to 
$90,000 a year. 
 
Section 17-6-105(6), MCA, states that all money received by a state 
agency must be deposited when the accumulated amount of coin and 
currency exceeds $100, total collections exceed $500, or at least 

Timely Deposits 
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weekly.  Since the money is not being deposited at least weekly, 
there is a greater risk of theft or loss of state resources and resources 
for which the state is responsible. 
 
Youth court personnel were not aware of the state law requiring them 
to deposit the money in a timely manner.  Some said it was more 
convenient to make a deposit when they had larger amounts of 
money rather than depositing more frequently. 
 
State policy requires each state agency establish and maintain a 
system of internal control over collections and deposits.  An effective 
system of internal control will provide reasonable assurance the 
collections and deposits are properly performed.  Sound control 
procedures, such as segregation of duties, separate job 
responsibilities that place a person in a position to perpetrate and 
conceal errors or irregularities in the normal course of their duties.  
An effective control system has an additional benefit of protecting 
honest employees from unwarranted suspicion of wrongdoing. 
 
At one youth court, which receives approximately $65,000 a year, 
one person makes cash deposits, reconciles the checkbook to the 
bank statement, and sometimes writes receipts for money as it is 
received.  Although the youth court uses prenumbered receipts, there 
is no review process for the restitution receipted, deposited or 
reconciled.  The lack of appropriate control over cash increases the 
risk that money could be lost or stolen. 
 
Branch personnel at the youth courts stated that there are not many 
people in the youth courts, and they do not have the time to review 
the financial activity.  However, finding one independent person in 
each district court to review the activity would add internal controls. 
 
 

Cash Controls 
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Courts did not adequately identify collections for remission to 
the state on the monthly county collection report as required by 
state law. 
 
Municipal, justice and district clerks of court collect various city, 
county, and state fees as part of their operations.  State law directs 
the state fees be sent to the state for deposit in the state treasury.  The 
clerks of court use the monthly county collection report process to 
transmit these funds to the state’s Department of Revenue.  We noted 
several situations where revenue was not properly reported on the 
collection reports.   
 
Section 3-1-317, MCA, states that all courts of original jurisdiction 
shall impose a $10 surcharge on all civil and criminal cases (tech 
surcharge).  In fiscal year 2003-04, we noted that two courts in 
Missoula County and one court in Cascade County reported the 
following fees incorrectly as tech surcharge revenue.  

Recommendation #2 
We recommend the Judicial Branch: 
 
A. Establish procedures for the proper deposit and 

accounting for funds received by the youth courts. 
 
B. Provide guidance to youth courts to ensure deposits are 

timely in accordance with state law. 
 
C. Implement adequate control over cash collections at the 

youth courts. 

County Collection Report 
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The counties recorded all of these fees as tech surcharge revenue on 
the county collection reports.  The County Treasurers’ offices stated 
that the various fees were reported to them on the tech surcharge 
form, and it was not clear that the other fees and surcharges did not 
belong with the tech surcharge. 
 
Sections 3-5-604(2) and 3-5-601(4), MCA, require court reporters 
who do not retain their transcription fees to remit them to the Clerk 
of District Court in the county where the judicial district resides.  
The clerk would forward the fees to the state on the county collection 
report for deposit in the General Fund.   
 
The one court reporter, who does not retain the fees, sends the 
money to the Court Administrator’s office in Helena rather than its 
Clerk of District Court.  Branch personnel, who deposit the fees in 
the General Fund, said there is no line on the collection report for 
this activity, and they instructed the court reporter to send the fees 
directly to the Court Administrator’s office in order to simplify the 
process.  To continue this process, the Branch needs to seek 
legislation to change the law.  Otherwise, the Branch needs to 
comply with the current statutes. 

Table 2 

Court Charges Allocated to Tech Surcharge Revenue 
 

Montana Law Enforcement Academy (MLEA) Surcharge 
    (section 3-1-318, MCA) $45,640 
Missoula County Victim Witness Advocacy Fees 
     (section 46-18-236, MCA) $23,655 
Missoula County Attorney’s Fees $49,977 
 

 
Source:   Compiled by the Legislative Audit Division from the 

Missoula County Treasurer's and the City of Cascade's 
Records 
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The Branch did not pay counties within 30 days of receipt of a 
bill as required by state law. 
 
The Branch is responsible for paying for certain court appointed 
attorneys and public defenders.  There are currently six judicial 
districts operating in counties that have county public defender 
offices.  These employees are county employees, but the Branch is 
responsible for the public defender offices’ costs associated with 
district court cases.  These counties send monthly reimbursement 
claims to the Branch. 
 
Section 3-5-901(3), MCA, requires the state to reimburse the 
counties within 30 days of the receipt of the claim.  The county 
public defender offices had not been reimbursed for April, May, and 
June 2004 by the end of July 2004. 
 
Branch personnel stated that they were working to get all of the costs 
associated with the district courts recorded on the state’s accounting 

Recommendation #3 
We recommend the Judicial Branch: 
 
A. Provide guidance to the municipal, justice, and district 

clerks of courts on how to report tech surcharge fees in 
accordance with state law. 

 
B. Reimburse the Department of Justice $45,640 for the 

Montana Law Enforcement Academy surcharges allowed 
under section 3-1-318, MCA. 

 
C. Reimburse Missoula County $71,632 for the county 

attorney fees and the county Victim/Witness Advocacy fees 
allowed under section 46-18-236, MCA. 

 
D. Comply with sections 3-5-604(2) and 3-5-601(4), MCA, or 

seek legislation to amend those sections to require court 
reporters to remit transcription fees directly to the Court 
Administrator’s office. 

County Reimbursements 
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records.  During fiscal year 2003-04 the Branch caught up on all of 
the payments due to counties and court appointed attorneys.  
However, when the Branch experienced a temporary loss of staff, it 
was unable to process all its payments in the legally established time 
frame.  Branch personnel stated they have just enough staff to 
process their payments timely, but when events such as staff turnover 
happen they are unable to process everything on a timely basis. 

 
The Branch approved judges’ travel reimbursement claims when 
they were turned in past the statutory deadline. 
 
Section 3-5-215, MCA, states that a district court judge in a judicial 
district that includes more than one county who, for the purposes of 
holding court and disposing of judicial business, goes to a county of 
his judicial district other than the county in which he resides is 
entitled to his actual and necessary travel expenses in accordance 
with state travel laws.  In accordance with section 3-5-216, MCA, 
the judge who wishes to avail himself of the provisions of section 
3-5-215, MCA, shall on the first of each month or within three days 
thereafter, make out an itemized claim against the state showing the 
dates and details of the travel expenses for the previous month. 
 
We tested the travel claims of six district court judges who reside in 
districts with more than one county within the district.  We found 
five of these six judges had travel claims submitted and paid more 
than four days after the first of the month as required by 
section 3-5-216, MCA.  The claim payments ranged from one day to 
seven months late. 
 
Branch accounting personnel said they did not expect we would find 
100 percent compliance with the above statute.  They try to get the 

Recommendation #4 
We recommend the Judicial Branch process county public 
defender reimbursement payments within 30 days as required 
by state law. 

Timeliness of Judges’ 
Submission of Travel 
Claims 
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judges to submit their travel claim within one month following the 
month of travel.   
 

 
The Supreme Court ordered the Board of Bar Examiners to pay 
travel expenses at rates different than rates allowed by state law. 
 
Section 37-61-103, MCA, states the members of the Board of Bar 
Examiners are entitled to travel expenses for attending meetings of 
the board.  The rates for the travel expenses are those set in sections 
2-18-501, through 2-18-503, MCA.  Through a court order, the 
Supreme Court ordered the Board of Bar Examiners to reimburse its 
board members for travel at rates different than those allowed by 
state law. 
  

 
 
 
 
 

Recommendation #5 
We recommend the Judicial Branch comply with state law 
regarding timely filing and payment for district court judges’ 
travel claims. 

Recommendation #6 
We recommend the Supreme Court amend its order with 
regard to the Board of Bar Examiners travel costs. 

Court Order Conflicts 
with State Statute 
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(Signature on File)

INDEPENDENT AUDITOR’S REPORT 
 
 

The Legislative Audit Committee 
of the Montana State Legislature: 
 
We have audited the accompanying Schedules of Changes in Fund Balances & Property Held in Trust, 
Schedules of Total Revenues & Transfers-In, and Schedules of Total Expenditures & Transfers-Out of the 
Judicial Branch for each of the fiscal years ended June 30, 2004, and 2003.  The information contained in 
these financial schedules is the responsibility of the Branch's management.  Our responsibility is to 
express an opinion on these financial schedules based on our audit. 
 
We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America.  Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial schedules are free of material misstatement.  An audit includes examining, on 
a test basis, evidence supporting the amounts and disclosures in the financial schedules.  An audit also 
includes assessing the accounting principles used and significant estimates made by management, as well 
as evaluating the overall financial schedule presentation.  We believe that our audit provides a reasonable 
basis for our opinion. 
 
As described in note 1, the financial schedules are presented on a comprehensive basis of accounting 
other than accounting principles generally accepted in the United States of America.  The schedules are 
not intended to be a complete presentation and disclosure of the Branch’s assets, liabilities and cash 
flows. 
 
The Branch did not record the Juvenile Delinquency Intervention Program surplus revenue.  Therefore 
Other Financing Sources, Total Revenues and Transfers-In and Budgeted Revenues in the General Fund, 
on the Schedules of Revenues and Transfers-In are understated by $673,249 and $897,701 for the periods 
ending June 30, 2004 and 2003 respectively.   
 
In our opinion, except for the matters discussed in paragraph four, the financial schedules referred to 
above present fairly, in all material respects, the results of operations and changes in fund balances and 
property held in trust of the Branch for each of the fiscal years ended June 30, 2004, and 2003, in 
conformity with the basis of accounting described in note 1. 
 

Respectfully submitted, 
 
 
 
James Gillett, CPA 

August 12, 2004 Deputy Legislative Auditor 
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General
Fund

State Special
Revenue Fund

Federal Special
Revenue Fund

Enterprise
Fund

Agency
Fund

FUND BALANCE: July 1, 2003 $ (3,047,861) $ 205,996 $ (1,721) $ 10,437 $ 0
PROPERTY HELD IN TRUST: July 1, 2003 $ 744

ADDITIONS
  Budgeted Revenues & Transfers-In 213,810 2,073,435 1,576,820 54,188
  NonBudgeted Revenues & Transfers-In 3,815 2,936
  Prior Year Revenues & Transfers-In Adjustments (243) 15,811 4,661
  Direct Entries to Fund Balance 31,697,499 662,368
  Additions to Property Held in Trust 25,207
Total Additions 31,914,881 2,754,550 1,581,481 54,188 25,207

REDUCTIONS
  Budgeted Expenditures & Transfers-Out 32,054,819 2,403,890 1,574,906 56,438
  NonBudgeted Expenditures & Transfers-Out 4,760 7,800
  Prior Year Expenditures & Transfers-Out Adjustments (368,592) 1,409 3,487
  Reductions in Property Held in Trust 20,700
Total Reductions 31,690,987 2,405,299 1,586,193 56,438 20,700

FUND BALANCE: June 30, 2004 $ (2,823,967) $ 555,247 $ (6,433) $ 8,187 $ 0
PROPERTY HELD IN TRUST: June 30, 2004 $ 5,251

This schedule is prepared from the Statewide Accounting, Budgeting, and Human Resources System (SABHRS) without adjustment. Additional 
information is provided in the notes to the financial schedules beginning on page A-11.

JUDICIAL BRANCH
SCHEDULE OF CHANGES IN FUND BALANCES & PROPERTY HELD IN TRUST

FOR THE FISCAL YEAR ENDED JUNE 30, 2004



General
Fund

State Special
Revenue Fund

Federal Special
Revenue Fund

Enterprise
Fund

Agency
Fund

FUND BALANCE: July 1, 2002 $ (601,807) $ 87,709 $ (109,175) $ (2,513) $ 0
PROPERTY HELD IN TRUST: July 1, 2002 0

ADDITIONS
  Budgeted Revenues & Transfers-In 231,345 992,179 1,263,714 45,090
  NonBudgeted Revenues & Transfers-In 2,460 23,846 58,407
  Prior Year Revenues & Transfers-In Adjustments (4,095) (34,902) 34,350
  Direct Entries to Fund Balance 25,737,128 273,846 13,251
  Additions to Property Held in Trust 28,496
Total Additions 25,966,838 1,254,969 1,356,471 58,341 28,496

REDUCTIONS
  Budgeted Expenditures & Transfers-Out 28,534,331 1,779,528 1,329,267 45,391
  Prior Year Expenditures & Transfers-Out Adjustments (121,439) (642,846) (80,250)
  Reductions in Property Held in Trust 27,752
Total Reductions 28,412,892 1,136,682 1,249,017 45,391 27,752

FUND BALANCE: June 30, 2003 $ (3,047,861) $ 205,996 $ (1,721) $ 10,437 $ 0
PROPERTY HELD IN TRUST: June 30, 2003 $ 744

This schedule is prepared from the Statewide Accounting, Budgeting, and Human Resources System (SABHRS) without adjustment. Additional 
information is provided in the notes to the financial schedules beginning on page A-11.

JUDICIAL BRANCH
SCHEDULE OF CHANGES IN FUND BALANCES & PROPERTY HELD IN TRUST

FOR THE FISCAL YEAR ENDED JUNE 30, 2003



General
Fund

State Special
Revenue Fund

Federal Special
Revenue Fund

Enterprise
Fund Total

TOTAL REVENUES & TRANSFERS-IN BY CLASS
  Licenses and Permits $ 97,750 $ 97,750
  Taxes 1,563 $ 736 2,299
  Charges for Services 96,705 1,603,028 1,699,733
  Investment Earnings 2,252 598 2,850
  Rentals, Leases and Royalties 19,112 19,112
  Miscellaneous 487,820 $ 14,971 $ 54,188 556,979
  Federal 1,566,510 1,566,510
Total Revenues & Transfers-In 217,382 2,092,182 1,581,481 54,188 3,945,233

   Less:    Nonbudgeted Revenues & Transfers-In 3,815 2,936 6,751
               Prior Year Revenues & Transfers-In Adjustments (243) 15,811 4,661 20,229
Actual Budgeted Revenues & Transfers-In 213,810 2,073,435 1,576,820 54,188 3,918,253
  Estimated Revenues & Transfers-In 243,000 2,959,565 1,640,965 50,000 4,893,530
Budgeted Revenues & Transfers-In Over (Under) Estimated $ (29,190) $ (886,130) $ (64,145) $ 4,188 $ (975,277)

BUDGETED REVENUES & TRANSFERS-IN OVER (UNDER) ESTIMATED BY CLASS
  Licenses and Permits $ (2,250) $ (2,250)
  Charges for Services (16,052) $ (428,744) (444,796)
  Investment Earnings 599 599
  Rentals, Leases and Royalties (10,888) (10,888)
  Miscellaneous (457,985) $ (1) $ 4,188 (453,798)
  Federal (64,144) (64,144)
Budgeted Revenues & Transfers-In Over (Under) Estimated $ (29,190) $ (886,130) $ (64,145) $ 4,188 $ (975,277)

This schedule is prepared from the Statewide Accounting, Budgeting, and Human Resources System (SABHRS) without adjustment. Additional information is provided in the notes to the 
financial schedules beginning on page A-11.

JUDICIAL BRANCH
SCHEDULE OF TOTAL REVENUES & TRANSFERS-IN

FOR THE FISCAL YEAR ENDED JUNE 30, 2004



General
Fund

State Special
Revenue Fund

Federal Special
Revenue Fund

Enterprise
Fund Total

TOTAL REVENUES & TRANSFERS-IN BY CLASS
  Licenses and Permits $ 96,650 $ 239 $ 96,889
  Taxes 2,460 2,460
  Charges for Services 89,667 949,404 1,039,071
  Rentals, Leases and Royalties 40,933 40,933
  Miscellaneous 31,480 $ 45,090 76,570
  Federal $ 1,356,471 1,356,471
Total Revenues & Transfers-In 229,710 981,123 1,356,471 45,090 2,612,394

   Less:    Nonbudgeted Revenues & Transfers-In 2,460 23,846 58,407 84,713
               Prior Year Revenues & Transfers-In Adjustments (4,095) (34,902) 34,350 (4,647)
Actual Budgeted Revenues & Transfers-In 231,345 992,179 1,263,714 45,090 2,532,328
  Estimated Revenues & Transfers-In 817,000 1,457,400 1,972,163 50,000 4,296,563
Budgeted Revenues & Transfers-In Over (Under) Estimated $ (585,655) $ (465,221) $ (708,449) $ (4,910) $ (1,764,235)

BUDGETED REVENUES & TRANSFERS-IN OVER (UNDER) ESTIMATED BY CLASS
  Licenses and Permits $ (3,350) $ 501 $ (2,849)
  Charges for Services (613,238) (399,506) (1,012,744)
  Rentals, Leases and Royalties 30,933 30,933
  Miscellaneous (66,216) $ (4,910) (71,126)
  Federal $ (708,449) (708,449)
Budgeted Revenues & Transfers-In Over (Under) Estimated $ (585,655) $ (465,221) $ (708,449) $ (4,910) $ (1,764,235)

This schedule is prepared from the Statewide Accounting, Budgeting, and Human Resources System (SABHRS) without adjustment. Additional information is provided in the notes to the 
financial schedules beginning on page A-11.

JUDICIAL BRANCH
SCHEDULE OF TOTAL REVENUES & TRANSFERS-IN

FOR THE FISCAL YEAR ENDED JUNE 30, 2003



BOARDS AND
COMMISSIONS

CLERK
OF COURT

DISTRICT COURT
OPERATIONS

LAW
LIBRARY

SUPREME COURT
OPERATIONS

WATER COURTS
SUPERVISION TOTAL

PROGRAM (ORG) EXPENDITURES & TRANSFERS-OUT

Personal Services
   Salaries $ 62,134 $ 260,817 $ 12,461,133 $ 259,693 $ 2,426,676 $ 435,957 $ 15,906,410
   Other Compensation 5,000 5,000
   Employee Benefits 17,408 74,340 4,113,562 74,148 745,604 132,482 5,157,544
   Total 79,542 335,157 16,579,695 333,841 3,172,280 568,439 21,068,954

Operating Expenses
   Other Services 40,087 49,695 10,610,950 79,445 591,640 3,098 11,374,915
   Supplies & Materials 16,390 2,260 178,395 18,730 144,119 21,902 381,796
   Communications 11,434 13,805 256,629 10,001 245,388 26,816 564,073
   Travel 43,135 4,236 420,030 4,406 149,492 5,583 626,882
   Rent 6,615 4,891 35,404 413,042 39,281 499,233
   Utilities 610 610
   Repair & Maintenance 30 478 45,616 62,050 33,532 1,259 142,965
   Other Expenses 19,383 6,366 110,290 13,085 40,125 6,564 195,813
   Total 137,074 81,731 11,657,314 187,717 1,617,948 104,503 13,786,287

Equipment & Intangible Assets
   Equipment 30,563 306,097 11,957 348,617
   Total 30,563 306,097 11,957 348,617

Grants
   From State Sources 535,059 535,059
   Total 535,059 535,059

Total Expenditures & Transfers-Out $ 216,616 $ 416,888 $ 28,267,572 $ 827,655 $ 5,337,244 $ 672,942 $ 35,738,917

EXPENDITURES & TRANSFERS-OUT BY FUND

   General Fund $ 216,616 $ 370,701 $ 27,224,596 $ 771,217 $ 3,107,857 $ 31,690,987
   State Special Revenue Fund 198,613 1,533,744 $ 672,942 2,405,299
   Federal Special Revenue Fund 46,187 844,363 695,643 1,586,193
   Enterprise Fund 56,438 56,438
Total Expenditures & Transfers-Out 216,616 416,888 28,267,572 827,655 5,337,244 672,942 35,738,917

   Less:    Nonbudgeted Expenditures & Transfers-Out 12,560 12,560
               Prior Year Expenditures & Transfers-Out Adjustments 1,418 (7) (370,329) 2,251 2,986 (16) (363,697)
Actual Budgeted Expenditures & Transfers-Out 215,198 416,895 28,637,901 825,404 5,321,698 672,958 36,090,054
 Budget Authority 255,999 417,343 46,611,121 832,068 6,359,898 726,820 55,203,249
Unspent Budget Authority $ 40,801 $ 448 $ 17,973,220 $ 6,664 $ 1,038,200 $ 53,862 $ 19,113,195

UNSPENT BUDGET AUTHORITY BY FUND

  General Fund $ 15,801 $ 448 $ 16,545,854 $ 12 $ 34,070 $ 16,596,185
  State Special Revenue Fund 25,000 721,109 477,353 $ 53,862 1,277,324
  Federal Special Revenue Fund 706,257 526,777 1,233,034
  Enterprise Fund 6,652 6,652
Unspent Budget Authority $ 40,801 $ 448 $ 17,973,220 $ 6,664 $ 1,038,200 $ 53,862 $ 19,113,195

This schedule is prepared from the Statewide Accounting, Budgeting, and Human Resources System (SABHRS) without adjustment. Additional information is provided in the notes to the financial schedules beginning on page A-11.

JUDICIAL BRANCH
SCHEDULE OF TOTAL EXPENDITURES & TRANSFERS-OUT

FOR THE FISCAL YEAR ENDED JUNE 30, 2004



BOARDS 
AND COMMISSIONS

CLERK
OF COURT

DISTRICT
COURT OPERATIONS

LAW
LIBRARY

SUPREME COURT
OPERATIONS

WATER COURTS
SUPERVISION TOTAL

PROGRAM (ORG) EXPENDITURES & TRANSFERS-OUT

Personal Services
   Salaries $ 67,564 $ 240,130 $ 12,108,678 $ 269,654 $ 2,205,303 $ 427,070 $ 15,318,399
   Employee Benefits 18,047 64,823 3,729,335 71,829 652,843 121,366 4,658,243
   Total 85,611 304,953 15,838,013 341,483 2,858,146 548,436 19,976,642

Operating Expenses
   Other Services 46,933 12,332 7,419,601 64,300 447,800 731 7,991,697
   Supplies & Materials 18,670 5,751 672,491 48,096 253,497 14,302 1,012,807
   Communications 11,620 13,718 229,007 8,244 106,566 27,126 396,281
   Travel 35,398 3,367 367,332 3,422 98,672 4,950 513,141
   Rent 9,321 5,103 12,144 163 361,744 38,518 426,993
   Repair & Maintenance 421 55,680 4,929 23,029 4,519 88,578
   Other Expenses 3,191 5,759 53,715 13,887 94,683 4,942 176,177
   Total 125,133 46,451 8,809,970 143,041 1,385,991 95,088 10,605,674

Equipment & Intangible Assets
   Equipment 36,292 302,077 69,100 9,930 417,399
   Total 36,292 302,077 69,100 9,930 417,399

Grants
   From State Sources (155,733) (155,733)
   Total (155,733) (155,733)

Total Expenditures & Transfers-Out $ 210,744 $ 351,404 $ 24,684,275 $ 786,601 $ 4,157,504 $ 653,454 $ 30,843,982

EXPENDITURES & TRANSFERS-OUT BY FUND

   General Fund $ 210,744 $ 351,404 $ 24,054,857 $ 741,210 $ 3,054,677 $ 28,412,892
   State Special Revenue Fund 38,418 444,810 $ 653,454 1,136,682
   Federal Special Revenue Fund 591,000 658,017 1,249,017
   Enterprise Fund 45,391 45,391
Total Expenditures & Transfers-Out 210,744 351,404 24,684,275 786,601 4,157,504 653,454 30,843,982

  Less:  Prior Year Expenditures & Transfers-Out Adjustments 1,167 1,095 (847,008) 210 (844,536)
Actual Budgeted Expenditures & Transfers-Out 210,744 351,404 24,683,108 785,506 5,004,512 653,244 31,688,518
 Budget Authority 212,167 397,858 25,314,743 794,842 5,890,470 698,072 33,308,152
Unspent Budget Authority $ 1,423 $ 46,454 $ 631,635 $ 9,336 $ 885,958 $ 44,828 $ 1,619,634

UNSPENT BUDGET AUTHORITY BY FUND

  General Fund $ 1,423 $ 267 $ 16,398 $ 2,765 $ 18,698 $ 39,551
  State Special Revenue Fund 61,582 21,581 $ 44,828 127,991
  Federal Special Revenue Fund 46,187 553,655 845,679 1,445,521
  Enterprise Fund 6,571 6,571
Unspent Budget Authority $ 1,423 $ 46,454 $ 631,635 $ 9,336 $ 885,958 $ 44,828 $ 1,619,634

This schedule is prepared from the Statewide Accounting, Budgeting, and Human Resources System (SABHRS) without adjustment. Additional information is provided in the notes to the financial schedules beginning on page A-11.

JUDICIAL BRANCH
SCHEDULE OF TOTAL EXPENDITURES & TRANSFERS-OUT

FOR THE FISCAL YEAR ENDED JUNE 30, 2003
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The Judicial Branch (Branch) uses the modified accrual basis of 
accounting, as defined by state accounting policy, for its 
Governmental fund category.  This category includes the General, 
State Special Revenue and Federal Special Revenue Funds.  In 
applying the modified accrual basis, the Branch records:  
 
 Revenues when the Branch receives cash or when receipts are 

measurable and available to pay current period liabilities. 
 
 Expenditures for valid obligations when the Branch incurs the 

related liability and it is measurable, with the exception of the 
cost of employees' annual and sick leave.  State accounting 
policy requires the Branch to record the cost of employees' 
annual leave and sick leave when used or paid. 

 
The Branch uses accrual basis accounting for its Proprietary 
(Enterprise Fund) and Fiduciary (Agency Fund) categories.  Under 
the accrual basis, as defined by state accounting policy, the Branch 
records revenues in the accounting period earned, when measurable, 
and records expenses in the period incurred, when measurable. 
 
Expenditures and expenses may include: entire budgeted service 
contracts even though the Branch receives the services in a 
subsequent fiscal year; goods ordered with a purchase order before 
fiscal year-end, but not received as of fiscal year-end; and equipment 
ordered with a purchase order before fiscal year-end. 
 
The financial schedule format is in accordance with the policy of the 
Legislative Audit Committee.  The financial schedules are prepared 
from the transactions posted to the state's accounting system without 
adjustment. 
 

1. Summary of Significant 
Accounting Policies 

Basis of Accounting 

Basis of Presentation 
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The Branch accounts are organized in funds according to the state 
fund structure established in section 17-2-102, MCA.  The Branch 
uses the following funds: 
 
General Fund – to account for all financial resources except those 
required to be accounted for in another fund. 
 
State Special Revenue Fund – to account for proceeds of specific 
revenue sources, other than private purpose trusts or major capital 
projects that are legally restricted to expenditures for specific 
purposes.  The Branch’s State Special Revenue Fund includes 
activity relating to Renewable Resource Grants, Court Automation, 
and Accrued County Sick and Vacation Leave Balances. 
 
Federal Special Revenue Fund – to account for proceeds of federal 
revenue sources.  The Federal Special Revenue Fund accounts for a 
variety of miscellaneous federal grants. 
 
Enterprise Fund – to account for operations financed and operated 
in a manner similar to private business enterprises, where the 
legislature intends that the Branch finance or recover costs primarily 
through user charges.  The Branch’s Enterprise Fund accounts for the 
law library searches and research. 
 
Agency Fund – to account for resources held by the state in 
custodial capacity.  The Branch’s Agency Fund includes youth 
courts restitution. 
 
The negative fund balance in the General Fund does not indicate 
overspent appropriation authority.  The Branch has authority to pay 
obligations from the statewide General Fund within its appropriation 
limits.  The Branch expends cash or other assets from the statewide 
fund when it pays General Fund obligations.  The Branch’s 
outstanding liabilities exceed the assets it has placed in the fund, 
resulting in negative ending General Fund balances at June 30, 2004, 
and June 30, 2003. 
 

2. 

Governmental Fund 
Category 

Proprietary Fund Category 

Fiduciary Fund Category 

General Fund Balance 
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The program designations in the Schedules of Total Expenditures & 
Transfers-Out are based on the organization designation used when 
the expenditures were recorded. 
 
Direct entries to fund balance in the General, State Special Revenue, 
and Federal Special Revenue Funds include entries generated by the 
accounting system to reflect the flow of resources within individual 
funds shared by separate agencies. 
 
In Supreme Court Operation program, the amount of Grants – From 
State Sources on the fiscal year 2002-03 Schedule of Total 
Expenditures and Transfers-Out includes a prior year adjustment of 
$595,850 for the cancellation of remaining balance of an expenditure 
accrual.  The accrual was related to district court cost 
reimbursements to counties, which no longer occur since the 
administration of district courts has been assumed by the Branch. 
 

3. 

4. 

Expenditure Program 

Direct Entries to Fund 
Balance 

Grants Expenditures 5.
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